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LAST MINUTE CRISIS OR PLANNED RETIREMENT?
All of us hope that our retirement years will be 
free of major financial worries, and with planning 
they can be. Panic or crisis situations caused by 
a partner’s impending retirement can be avoided 
if the problems are faced squarely and solutions 
found for them.
Ideally, the retirement process should be an 
orderly one resulting from a carefully designed 
plan. The retiring partner should receive every­
thing rightfully due him, but the method of pay­
ment should not place an undue burden on the 
firm and remaining partners.
The problems
Pressure is often exerted by the younger part­
ners in the years immediately preceding an older 
partner's retirement. They want more responsi­
bilities, more money, etc., and they want these 
things now, not later. They don’t want to support 
older partners; they work harder in many cases 
and want a bigger share of the firm’s earnings.
Several questions arise from these demands:
□ Should an older partner receive more money 
for less work? Should he take it easy when 
younger partners are working in the eve­
nings and on Saturdays? His needs are fewer 
than when he was younger. Will he share?
□ When should clients and responsibilities be 
turned over to younger partners, or should 
they be? Should the changes be gradual or 
upon retirement of older partners? Is there 
a plan that will permit responsibilities and 
clients to be turned over to younger partners 
without great upheaval in the firm?
□ At what age should a partner retire—55, 60, 
70 or later? Should retirement be mandatory 
or voluntary? If voluntary, at what share of 
the profits? If mandatory, will special per­
mission be given to a partner for retirement 
at a later age?
□ Is there to be a continuing relationship? 
Should a retired partner retain an office, see 
clients, do casual work? Will he be paid? 
If so, will it be at an hourly rate or a monthly 
amount? Should a retired partner sit in on 
partners' meetings? (His experience should 
be worth something.) Will the firm pay his 
state society, AICPA and other dues, and will 
his insurance programs be continued?
A great deal of thought must be given to these 
questions. Retirement can be a frightening pros­
pect if you don't prepare for it. This is especially 
true if you have been in practice for about thirty 
years and have lived just for the practice.
But experience such as this can be useful to a 
firm. A retired partner may be ideally suited for 
helping out in the consulting and financial coun­
seling areas. The partners in a firm must decide 
whether or not they wish to keep retired partners 
interested or put them out to pasture.
The solutions
□ Check the partnership agreement to see if 
there is anything in it that can be misinter­
preted. There must be no question about the 
meaning of anything.
What’s Inside...
□ The Internal Revenue Service wants your 
suggestions for improving its forms and in­
structions. Where to write, p. 2.
□ Management advisory services can provide 
growth opportunities for local firms — some 
necessary ingredients, p. 5.
□ Some ideas for using a computer in the con­
trol of tax returns and staff assignments, p. 7.
□ The government would like to help your 
small business clients export their products 
and services, p. 8.
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Is the age at which retirement is to start 
specified and has disability been considered? 
Is the retirement amount spelled out? Is the 
retirement income to be funded or will it 
come solely from the earnings of the prac­
tice? This is a tough one but the more an 
older partner helps with his own retirement, 
the better it will sit with the younger part­
ners.
□ Arrive at valuations for payments. You will 
have to decide if payments should be the 
average of x years times earnings or gross 
revenues and what happens if a partner re­
tires before age 65.
There should be an upper limit on the per­
centage of a firm’s earnings that a retired 
partner can take out. And, don’t forget about 
social security requirements that may neces­
sitate extending payments beyond 10 years.
Section 410.06 of the MAP Handbook con­
tains some formulas for determining income 
participation and suggested wording for 
partnership agreements. The exhibits on 
pages 3-4 give examples of 10 firms’ provi­
sions.
□ Set up a program to increase younger part­
ners' responsibilities and decide, for exam­
ple, whether this should take place over a 
three-year period or over five years.
Clients should gradually be turned over 
to the younger partners. For a while, it 
may be necessary for two partners to visit 
a client, and you may not be able to bill the 
client for both of their services. However, 
you must prepare the younger partners to 
take over, so discuss any client problems 
with them. After all, you have known some 
of these clients for 25 or 30 years and have 
this knowledge to pass on.
□ Make sure that there is a maximum age for 
the position of managing partner, and rotate 
other partners’ responsibilities (in han­
dling personnel, schedules, etc.). This way, 
no one can walk out taking clients with him 
or leave the firm without expertise in a given 
area.
□ Decide at what age partners should start to 
release duties but make the transition pleas­
ant and cooperative. The process should be 
gradual.
While you will have to encourage younger 
business-getters for the firm, keep older 
partners interested in developing new busi­
ness after their retirement.
A retired partner can still be a vital part 
of the firm. He has contacts and clients have 
a loyalty to him. So, invite him to partners’ 
meetings.
□ As an older partner eases into retirement, 
there should be a gradual reduction in earn­
ings to account for the fewer hours worked. 
This will also get the partner used to living 
on a reduced income.
Once retired, there are many things to do in 
order to keep busy. A CPA’s experience lends itself 
to working in the court system or with attorneys 
as an expert witness, or to being the receiver or 
trustee of a bankrupt business. Other activities 
suitable for a retired CPA are to join the boards 
of directors of organizations and institutions, 
work on audit committees and engage in financial 
counseling. Readers might like to read the article 
on page 40 of the January 1978 issue of the Journal 
of Accountancy for some other thoughts on retire­
ment activities.
-based on a presentation by Bernard B. Isaac­
son, CPA, Greenville, Delaware, at an AICPA MAP 
conference.
Tell It to the IRS
The Internal Revenue Service is soliciting ideas 
for improving its tax forms and instructions. So, 
if you can think of changes you would like the 
service to make, send your suggestions, by June 1, 
to the Chairman, Tax Forms Coordinating Com­
mittee, Room 5577, IRS, 1111 Constitution Avenue, 
N.W., Washington, D.C. 20224.
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MAS—An Overlooked Opportunity 
in the Local Firm
If your small and medium-size business clients 
don’t obtain their problem-solving assistance from 
you, their CPA, where do they get it? The answer, 
most likely, is from a variety of sources including 
their bankers and attorneys, other business peo­
ple, independent consultants, computer equip­
ment firms and data processing service bureaus.
Very often, the reason clients seek assistance 
elsewhere is because partners of the CPA firm 
do not actively pursue MAS engagements, or have 
not yet developed the necessary expertise within 
the firm.
This results in missed opportunities because 
much of the needed information is already in the 
hands of the practitioner. (See “Business Planning 
for Small Business Clients’’ in the March 1979 and 
April 1979 issues of the Practicing CPA.) Also, the 
CPA firm that has developed technical skills for 
its own use, such as in data processing, may be in 
a good position to help clients select equipment 
or recommend service bureaus, programs or sys­
tems.
Still, there are challenges to a CPA firm’s be­
coming expert in small business management and 
planning. First of all, there must be an under­
standing of the phases clients’ firms will go 
through (see exhibit). Another necessary ingredi­
ent is a definite commitment to MAS by the part­
ners. The managing partner must be supportive, 
and the partner responsible for MAS (most firms 
need one) must be strong, a leader and a good 
general businessman. In addition, the MAS part­
ner must have authority to
□ Contact clients directly as well as through 
the partner-in-charge.
□ Decide which staff people will be assigned 
to an MAS engagement.
□ Determine the contents of reports and pro­
posals.
□ Arrange MAS training programs for partners 
and staff.
□ Invest development-time on potential en­
gagements.
□ Utilize outside resources.
□ Hire and fire MAS staff and determine salary 
levels.
□ Take on potentially difficult engagements.
□ Set MAS billing rates.
□ Approach organizations that are not present­
ly clients.
□ Define the scope of MAS technical assistance 
that the practice will provide.
When the client’s MAS needs have been settled 
and classified according to the phase the company 
is in, its industry and size, the MAS partner must 
decide how these needs will best be accomplished. 
He will have to determine the skills needed, get 
the client involved and make sure that the project 
is managed properly.
The CPA firm should set goals for MAS in terms 
of investment, gross revenues and profits. MAS 
should be established as a cost/profit center, a 
budget should be prepared and the financial per­
formance measured and evaluated.
The MAS master plan should be incorporated 
into the firm's long-range plan and should ascer­
tain the market to be served, the resources, both 
within and outside the firm, that can be drawn on 
and establish goals. Methods of building up MAS 
business should be developed and training pro­
grams started. It is very important to get all part­
ners interested and involved in MAS if staff mem­
bers who are keen and have developed ideas of 
their own are not to become discouraged.
MAS work may necessitate hiring non-CPAs. If 
so, don’t make them second-class citizens. You 
may have to offer non-CPAs the equivalent of 
partnership status if you are to avoid a high turn­
over problem. When hiring new people, make sure 
they’re good, have the specific skills you need and 
make them visible. Sell them to the existing staff, 
then sell them to the clients.
Aside from sound business knowledge, a great 
deal of effort is needed to succeed as a business 
advisor. Developing the highly-skilled staff needed 
to sell an MAS engagement can be a considerable 
investment, time-consuming and a major deter­
rent to a smaller CPA firm. So, don’t hesitate to 
use outside resources and specialists where neces­
sary.
Also, keep clients informed as to how decisions 
are reached and discuss problems with them. 
Good communication is essential if clients are to 
feel positive about MAS (and about the CPA firm). 
The opportunities for growth are there. Don’t 
neglect them.
-by Robert W. Beale III 
Management Design Associates 
Denver, Colorado
Practitioners may wish to refer to “Providing 
Business Advice to Clients: Expanding Your Capa­
bility” in the August 1978 issue of the CPA Practi­
tioner. This article refers to several publications, 
guidelines and statements related to providing 
business advice to clients and working with out­
side experts.
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Develop good basic account­
ing and budgeting systems.
Set up a one-year operating 
plan.
Emphasize cash flow.
Emphasize building asset 
base.
Create strong middle man­
agement team.
Expand and improve ac­
counting system to include 
return on asset accounting.
Expand knowledge of econ­
omy, of own and related 
industries and of competi­
tive companies.
Set up a three-year business 
development plan.
Emphasize cash flow.




Create strong accounting, 
financial control and per­
formance reporting systems.
Expand knowledge of gov­
ernment, politics and inter­
national activities.
Set up a five-year business 
development plan.
Growth
Develop a revenue base 
which will survive indefi­
nitely and can be built upon.
Define and cultivate most 
viable markets within limits 
of financial resources, size, 
management ability, distri­
bution capability, etc.
Expand market base and 
product line according to 
plan.
Capitalize on product and 
market knowledge and on 
technical skills acquired in 
Phase I. Do not diversify 
into other businesses.
Emphasize attracting and 
developing key personnel.
Expand into other market 
segments according to plan.
Emphasize new product de­
velopment.
Diversify only into very 
closely related businesses 
that can capitalize on parent 
company's management, 
marketing and technical 
strengths.
Profitability
Make enough profit to stay 
in business and achieve 
some growth.
Owners must accept low to 
moderate wages and work 
long hours.
Increase profit rate but plan 
to make short-term profit 
sacrifices for longer-term 
product and market devel­
opment.
Achieve adequate return on 
assets.
Make building a viable or­
ganization more important 
than high profitability.
Achieve good profitability 
and return on assets.
Make company financially 
attractive to outstanding 
management.
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Computer Control of Tax Returns 
and Staff Assignments
Monitoring the status of tax return preparation 
and the related assignment of personnel can be 
one of the most time-consuming functions in the 
administration of a public accounting practice. 
However, because of the need for time-budget con­
trols, the embarrassment that can result from in­
adequate control of returns and the potential for 
firm liability, it is essential that the job be properly 
done.
In an attempt to better manage the flow of re­
turns and assign personnel more effectively, par­
ticularly during the heavy filing season, our firm 
developed a procedure that uses our in-house com­
puter (a Burroughs B-700). Besides the control of 
income tax returns, this program is adaptable for 
use with other returns such as personal property 
and payroll tax, and to the control of audit and 
management service engagements.
The concept is relatively simple, there being 
only one basic format (the master list) that is 
utilized to obtain other reports. The data needed 
to develop these reports are
□ The master file which contains the following 
information.
(1) Type of work identification.




(6) The degree of difficulty in preparing the 
return.
□ The date the data are received from the 
client.
□ The date the staff person completes the re­
turn and submits it for review.
□ The date the return is mailed to the client.
A brief description of the column headings in 
the master list format (see exhibit below) follows:
1. Client’s name (in alphabetical order).
2. Client’s number.
3. Partner-in-charge’s number. (The first digit 
of the number indicates the degree of dif­
ficulty, from 1-9, in preparing the return.)
4. Name of the staff person who prepared 
the return last year.
5. Date the return was mailed last year.
6. Staff time required to prepare the return 
last year.
7. Budgeted time to prepare the return this 
year.
8. Work order number.
9. Name of the staff person assigned to pre­
pare the return this year.
10. Staff person’s number.
11. Date the data were received in the office.
12. Target date for the return to be completed 
and made available to the client.
13. Date the return was completed by the staff 
person and submitted for review.
14. Date the return was mailed or delivered to 
the client.
15. Time needed to complete the return.
Columns 1 through 3 are part of the basic master 
file. Columns 4 and 5 are updated automatically 
after the year-end, and the remaining columns are 
updated as the return is processed.
In our system, we can obtain the following com­
puter printouts for various types of returns and 
different year endings. Every report gives the 
status of each return and shows the total hours 
worked in the prior year and the number of hours 
budgeted for the current year.
□ The master list is useful in assigning per­
sonnel. The person in charge of assignments 
manually indicates receipt of the informa-
Master Client List 
1040 For Year Ended----------
Due date...................
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Client Partner Last year This year
________________ .




















tion from the client, sets the target date and 
assigns the return to a staff person. The mas­
ter list can be updated as needed and used as 
a permanent record of all returns processed 
for a particular year-end.
□ The partner/client contact is an alphabetical 
report of the returns for which each partner 
is responsible. It provides an update of cur­
rent year budgeted time and can be used as 
a checklist by the partner prior to year-end.
□ Work-in-process reveals the progress of every 
return in the office.
□ Staff work-in-process shows which returns 
have yet to be completed by each staff per­
son. It can be updated as often as needed.
□ Work-in-process over x days old indicates 
all returns that have been in the office a 
certain number of days and yet have to be 
reviewed. This list identifies returns that 
might need special attention.
We have found these reports to be most useful 
in providing timely completion of tax returns and 
more efficient service in general to our clients.
-by Val D. Kleppinger, CPA 
Lincoln, Nebraska
Small Fish in a Big Pond
Some of your small business clients may be glad 
to know that the U.S. Government wants to help 
them export their products and services and find 
investment opportunities abroad. As part of a 
varied campaign to encourage exportation, the 
Export-Import Bank of the United States in coop­
eration with the Small Business Administration 
has established a national toll-free exporting in­
formation service for small businesses.
Those who call the Ex-Im Bank number can 
obtain information about various topics related 
to exporting, such as sources of export financing 
and where to find export insurance.
The telephone number is (800) 424-5201, and 
service is available from 7:30 a.m. to 5:00 p.m. 
eastern standard time Monday through Friday.
Also, as part of this campaign, an 11-page pub­
lication Market Overseas with U.S. Government 
Help has just been released. This aid describes 
the variety of programs established by the federal 
government to ease the entry or expansion of small 
businesses into international markets.
Free copies of this publication are available by 
writing to the Small Business Administration, 
P.O. Box 15434, Fort Worth, Texas 76119.
American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
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